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The recent course of events both within China and 
without has given to that nation an altogether new 
financial status. Unless her present good fortune is in 
some way reversed we may reasonably assume that she 
is henceforth measurably safe from her deepest humil- 
iation and her most deadly peril — an ever recurring 
deficit. It has been possible by a rather too cheerful 
interpretation of figures to regard the national treasury 
as solvent even in the troubled year 1914. The best 
available information indicated for the latter half of 
1915 an excess of income which, tho slight, gave promise 
of revenue sufficient in the near future for long deferred 
projects of reform at home and defense abroad. 

It is not the least result of this recent fiscal improve- 
ment that China is thereby unmistakably advancing 
toward liberation from need of foreign aid and foreign 
control in matters of finance. Foreign influences have 
constituted the dynamic factor in China's national life 
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through some decades. Her financial difficulties have 
arisen from the burden of indemnities exacted by for- 
eigners and from increase of expenditures incurred to 
gain the power of defense against foreign encroachment. 
The manifestations of unrest again — the Boxer move- 
ment and the Revolution — have resulted largely from 
this financial distress and from indignation toward its 
foreign authors. Foreign lenders have controlled, for 
their own advantage, the direction of industrial invest- 
ment in China, especially where railways should be built 
and how. They have shaped the constitutional growth 
of China; by preferring to deal with one central author- 
ity they have lessened the relative importance of the 
provinces; by withholding aid to the Manchu govern- 
ment they permitted it to fall. In unison with Chinese 
capitalists, they aided President Yuan against the up- 
rising of 1913, and the rebellion failed. The increased 
burden of foreign debt has even threatened to result in 
bankruptcy and the control of China by foreign govern- 
ments acting for their citizens. From this perilous 
dependence the financial history of the last years has 
given hope of relief , so that the nation may proceed on 
a course prescribed by her needs and realizing fully 
whatever may be her own power to advance. 1 

1 Bibliographical note: The British and American official publications are the chief 
sources of information on those matters of discussion which have been subjects of 
diplomacy. The Chinese government is too poor, perhaps still too secretive, to make 
regular and full publication of statistics Aside from reports of the Maritime Customs, 
very few volumes of official reports have appeared But Chinese officials, realizing their 
dependence on public sentiment, frequently issue statements through the public press 
at their own initiative or in answer to inquiries These, like the statements " given out " 
by higher officials in America, are proper material for the student, if employed with due 
caution. The periodicals cited below make use of these statements at first hand or in 
translations from the native press. 

An American monthly in Shanghai, the Far Eastern Review, publishes articles on 
trade, engineering, and finance, which are conscientiously prepared and have especial 
value on account of their abundance of detail and their publication in full of valuable 
documents, such as government reports and copies of contracts. Der Ostasiatischer 
Lloyd, also of Shanghai, is the chief organ of the German interests in the Far Bast. As 
the work of trained scholars it deserves to rank with the better class of European or 
American journals devoted to commerce and finance The North China Herald (a 
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Foreign Loans and the Failure of 
Foreign Control over Chinese Finance 

Bankers and statesmen have built up in China a sys- 
tem of monopolies consisting of combinations within the 
several lending nations, with a further amalgamation 
of these national combinations into an international 
" money trust." It is not easy to recall an equally 
extensive attempt at restraining competition, enforced 
by so mighty a union of political and financial power. 
Yet at most points it has failed, for the reasons which 
have brought to ruin so many efforts at restraining com- 
petition by agreement. The Chinese nation granted, in 
loan contracts and railway concessions, terms which 
freedom of contract would not have permitted, which 
either in rates of interest or prices of bonds, or some 
bonus or other advantage, gave to the lenders excessive 
compensation for the use of their capital. On the other 
hand, lenders eager to invest in China on more liberal 
terms were made to withhold their competition. But, 
as we shall attempt to make plain, the forces of compe- 
tition proved too strong and broke through even the 
powerful restraints imposed by most of the chief govern- 
ments and many of the chief banking houses of the 
world. 

weekly issue of the North China Daily News) is a newspaper of good repute The China 
Yearbook is an excellent statistical compilation, in plan like the Statesman's Manual; 
it has unfortunately been discontinued. I have relied at times upon the excellent Peking 
correspondents of European journals like the London Times and the Frankfurter 
Zeitung, and have referred to two or three secondary sources — Edouard Laboulaye's 
Chemms de Fer de Chine and P H Kent's Railway Enterprise in China. Laboulaye, 
as a representative, I believe, of the French capitalists in the Orient speaks with the 
advantage of first-hand knowledge. Kent has long been a resident of China. Both 
books include numerous copies of contracts and treaties The student of this subject 
should not omit Railway Problems in China by M C. Hsu, published by Columbia 
University with bibliographies For a general description of taxation in China, see 
an article by Mr. E. T. Williams in this Journal, May, 1912. 
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To come to particulars: 

I. In some instances a monopoly of certain loans has 
been extorted by military force with no real pretense of 
voluntary consent by the Chinese. 1 

II. Within each lending nation certain groups of 
bankers have undertaken, with more or less support from 
their governments, to maintain a monopoly of lending 
from their own country to China. 2 

1 The agreement between Germany and China t March 6, 1898, granted Germany the 
right to build two lines of railway in Shantung, " and if at any time the Chinese should 
form schemes for the development of Shantung, for the execution of which it is necessary 
to obtain foreign capital, the Chinese government or whatever Chmese shall be in- 
terested in such schemes, shall in the first instance apply to German capitalists Appli- 
cation shall be made to German manufacturers for the necessary machinery and 
materials before the manufacturers of any other power shall be approached Should 
German capitalists or manufacturers decline to take up the business, then China shall be 
free to obtain money and materials from sources of other nationalities than German " 

By the convention between Japan and China, April 15, 1907, it is agreed that one- 
half of the capital needed for rebuilding the Hsin Min Tun Mukden railway, east of the 
Liao river, shall be borrowed from the (Japanese) South Manchunan Railway The 
Chinese government being about to construct a railway line from Kirin to Kuan cheng 
tse agrees to borrow from the aforesaid company one-half of the capital needed for the 
work . If the Kirin Kuan cheng tse Ime should hereafter build branch lines or an 

extension " and " if there should be lack of capital, application should be made to the 
Southern Manchunan Railway Company for an arrangement During the period of 
these loans, the Engineer m Chief shall be a Japanese The Engineer in Chief shall be 
changed only on consultation with the South Manchunan Railway There shall be a 
Japanese accountant supervising the receipts and expenditures, but in this consulting 
and acting with the [Chinese] director general. All earnings must be deposited in 
Japanese banks " In this case loans were to Japan only a means of subjection, as Japan 
was at the time in desperate need of capital and was a frequent borrower from Europe. 

For other instances of loan agreements extorted by threats, see pp 745-6, below. 

* The British Government has given support to the Hong Kong and Shanghai Bank- 
ing Corporation, and to the British and Chinese Corporation, which was formed in 1898 
by the banking house just mentioned and the old trading company of Jardine Mathe- 
son and Company, and which has financed and built most of the railways constructed 
in China with British capital 

The German syndicate includes most of the great German banks under the name of 
the Deutsch-Asiatisehe Bank, formed February 12, 1889. Its business was limited to 
Asia without a nght to deal in merchandise In its organization it is m certain respects 
dependent upon the state, the president of the directors being elected by the directors 
but subject to imperial ratification (Valher, Banques d'Exportation 103 ) 

The French Banque de l'lndo-Chme is a pnvate bank with special privileges from 
the state, established by decree of January 21, 1875, and regulated by vanous subse- 
quent decrees (Soltau, Franzbsische Kolomalbanken, p. 102 ) With it have been 
associated in China the Credit Lyonnais, the Comptoir National d'Escompte de Paris 
and six other houses (China Yearbook, 1913, p. 365 ) 

The American group included four New York banks; Morgan and Company; Kuhn, 
Loeb and Company; the First National: and National City 

Japan has been represented by the Yokohama Specie Bank. 
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III. Foreign engineers, employed in the construction 
of Chinese railways on the ground of superior training, 
experience, and honesty, and acting as purchasing 
agents, have in many instances given a monopoly of this 
business to their own countrymen or certain favored 
compatriots, even in violation of agreements to purchase 
competitively. 1 

IV. Competition has been restrained by a network of 
international agreements, chiefly the following: 

(1) In 1898, at a meeting in London, the German 
bankers agreed to refrain from competing with the 
British in the whole Yangtse Basin, the provinces south 
of the Yangtse and Shansi, receiving in return a similar 
promise as to their pretensions in Shantung and the 
Yellow River Basin. The railway from Tientsin to the 
Yangtse was to be built jointly. 2 

(2) In 1898 also, the British and Chinese Corporation 
and an American Company having no exclusive govern- 
ment support, the American Chinese Development 
Company, made an agreement that each party should 
offer to the other a participation of one-half of its own 
interest in any business hereafter obtained by it in 
China, including the existing preliminary contracts of 
the American Company for the Hankow Canton line 
and of Jardine Matheson for the Canton Kowloon line. 3 

(3) April 28, 1899, by identic notes between the Rus- 
sian Minister of Foreign Affairs and the British Ambas- 
sador at St. Petersburg, " Russia agrees not to seek for 
her own account or for Russian subjects any railway 
concession in the basin of the Yangtse, nor to obstruct 

Russia has been represented by the Russo-Asiatic Bank, which has acted in associa- 
tion with several French, British and Belgian houses China Yearbook, 1913, pp. 
364-66. 

J See on this subject Far Eastern Review, January, 1914, and January, 1915. 
a British Blue Book, 1899, CIX, cd. 9131, p 214. 
> Ibid., p. 325. 
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directly or indirectly in that region any application for 
railway concessions supported by the British govern- 
ment." Great Britain made a reciprocal agreement as 
to territory north of the great wall. 1 

(4) In 1905, the British and French Bankers joined in 
forming the Chinese Central Railways Ltd. for con- 
structing the Hankow-Szechuen line with an expecta- 
tion of general participation as to railways north of the 
Yangtse. 2 

V. To some degree the method of " interlocking 
directorates " has been employed. German bankers 
were for many years represented in the Hong Kong and 
Shanghai Banking Corporation. 

VI. There also came into existence two combinations 
of combinations, one including English, American, 
French, and German syndicates for industrial (espe- 
cially railway) loans; the other including finally the four 
nationalities just named and Japanese and Russian 
banks, for administrative loans to the Chinese govern- 
ment. 

The combination as to railway loans goes back to the 
British and French combination of 1905 just mentioned. 
In 1907 the Germans by their determined competition 8 
made it necessary for the associated British and French 
to admit them to participation in (a) the railway from 
Tientsin to the Yangtse (which they had declined to 
share in 1898), and (6) the system of railways from 
Canton through Hankow to Szechuen. The American 
bankers were received in 1909, in connection with the 
second of these railway systems, through the revival at 
President Taft's insistence of a claim originating half a 

i British Blue Book, 1899, CX, cd 9241, p. 455. 

Laboulaye, Chemins de Fer de Chine, pp 182 and 206. Far Eastern Review, 
January, 1914. 

» London Tunes, April 13, 1914. 
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dozen years earlier. 1 The international combination as 
to government loans came about in 1910 and 1911. 
The American bankers had contracted in October to 
loan £10,000,000 to the Chinese government, partly to 
develop Manchuria but mostly for reform of the cur- 
rency. In November, 1910, the bankers of Great Britain, 
France, and Germany joined with the Americans in an 
agreement for cooperation not only in this loan but in all 
future loans for the administrative needs of the Chinese 
government. 2 Russian and Japanese representatives 
were included in May, 1912. 

The non-competitive, uncommercial, one may fairly 
say predatory character of railway loans to China was 

* The correspondence which our own government published showed that this 
claim had no substantial foundation. Minister Conger in a communication to the Secre- 
tary of State, September 27, 1904, said that the Chinese government had " promised 
in writing that, if foreign capital were necessary, American and British should have a 
preference " (Quoted in For. Rel U S 1909 ) When this important communication 
from the Chinese foreign office was published in 1909, it appeared that the Chinese 
government had promised merely to consult with American capitalists if foreign 
capital was needed The legation at Peking sent to the Secretary of State June 9, 
1909, (For Rel U S 1909, p 154) a " translation of the note on which our rights to 
participate m a foreign loan are based " In the note quoted, the Chinese foreign office 
(August 15, 1903) said that it had rejected repeated applications by the British legation 
on behalf of British capitalists, who were told " that if in the future it should appear 
that foreign capital ought to be borrowed when the time came applications could 

be made to the British and American companies In short when companies of various 
nationalities apply to China for concessions, it must always remain with China to deal 
with the matter It is not possible to regard an application not granted as conferring 
any rights " This claim, which consisted m being told we had no claim, was for six 
years ignored by American capitalists On two occasions, July 25, 1905, and Septem- 
ber 19, 1905, the British Ambassador in Washington had inquired whether American 
capitalists desired to participate, but no response had come from the capitalists, tho 
pubhcity was given their repeated inquiry On October 16, 1905, according to a 
memorandum of the British Foreign Office submitted to Ambassador Reid June 7, 1909, 
" the British Ambassador at Washington had been directed to inform the United States- 
Government that the British group, on the assumption that American capitalists did 
not desire to proceed with the loan, would proceed in conjunction with a French group. 
No objections were raised, and on December 7, 1905, a copy of the Anglo-French agree- 
ment was communicated privately to Mr Carter of the United States Embassy at 
London, with a letter intimating that the offer to American capital of a share of the loan 
must be understood to have lapsed No reply appears to have been received to this 
letter — The negotiations entered upon m 1905 have occupied the attention of the 
legations and the financial groups almost continuously to this date, the fact that these 
negotiations were proceeding has been a matter of common knowledge, and at no period 
has any intimation been received of a desire of American financiers to take part in them.'" 

» London Times, May 21, 1913. 
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evident from the outset. In 1897 certain Belgians 
secured a franchise for a railway between Peking and 
Hankow. Their method consisted in accepting any 
terms offered by the Chinese government, thus exclud- 
ing their rivals by pretended competition, and then by 
diplomatic pressure, with the aid of the Russian and 
French ministers at Peking, forcing the grant, by 
amendment, of terms they were willing to accept. 1 
Great Britain by one display of superior force obtained 
from China five railway concessions: 2 1. Shanghai- 
Nanking; 2. Pukow-Hsin Yang; 3. Shanghai-Hang- 
chow-Ningpo; 4. Canton-Kowloon; 5. The line of the 
Peking Syndicate (the Taokow-Chinghua Railway). 
Great Britain further appropriated a position on the 
Shantung coast having in itself no great economic value 
but only what was called a " purely moral" value, in 

> " A foreigner of some experience in such matters recently expressed his conviction 
to the writer that, broadly speaking, to achieve success with China it is sound pohcy to 
obtain a grant of the right you require in principle and then with the aid of your minister 
in Peking, if necessary, proceed to dictate to the Chinese the conditions on which it is 
to be held" Kent, Railway Enterprise in China, p 98. (Note the word " dictate.") 

Similarly Mr C D Jameson: " Broadly speaking, not any of the syndicates holding 
concessions in China has conformed m letter or spirit to the terms of the agreement 
under which the concession was granted. The existing concessions were obtained by 
pressure brought to bear upon the Chinese government by the government representing 
the nationality of the syndicate, and by money paid to individual officials for their good 
will and influence " (This with some exceptions ) " In every instance, as soon as the 
original concession has been granted in accordance with definite and written agreement 
as to terms, the syndicate has commenced a campaign to have the terms modified, 
always to the betterment of the syndicate and to the detriment of China " Treaties 
with foreign nations have generally contained the most-favored-nation clause Any 
advantage claimed by one nation is thus claimed by others C D Jameson in Engineer- 
ing and Mining Journal, quoted in Engineering Magazine, vol xxx, p 115 

44 The only railway loans on contracts in China devoid of political significance are the 
Peking Mukden loan, the Taoching purchase, and the recent contract for the Shasi 
Shing-Ti Fu line." Far Eastern Review, January, 1915. 

* The British minister at Peking, on orders from Lord Salisbury, exacted from the 
Tsung Li Yamen a promise to show him the Peking-Hankow contract with the Franco- 
Belgian syndicate before signing it In making this promise the Chinese officials had, 
of course, no motive but fear, and in thereafter neglecting to observe it, no compunc- 
tions of conscience Salisbury was, however, mdignant when the contract was signed 
without being exhibited to the British minister and demanded not only apologies but 
compensation, directing his representative at Peking to fix the number of days for 
compliance " after consultation with the admiral " (Laboulaye, Chemins de Fer de 
Chine, p. 15.) 
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facilitating pressure on China. 1 The German conces- 
sions in Shantung were extorted by an even franker 
exhibition of military power. The agreement with 
Russia for the Chinese Eastern Railway, in Manchuria, 
was signed (August 29, 1896) not from commercial con- 
siderations, but, if not in fear, at best in gratitude for 
denying to Japan the Liaotung Peninsula, which was 
afterwards appropriated by Russia herself. 2 French 
enterprises in southeastern China have been a sequence 
of French colonial policy in that region, a policy in- 
augurated there as in India in commercial rivalry with 
England, under the auspices of military leaders. The 
right to build a railway into Yunnan was successfully 
" demanded " to " equalize " matters, when Great 
Britain and Germany extorted for themselves railway 
concessions and surrender of territory. 

In 1898 the American-China Development Company 
under the leadership of Mr. Calvin S. Brice obtained a 
concession for the Hankow-Canton railway. This 
agreement was also far from being a strictly commercial 
transaction. The Chinese government gave a prefer- 
ence to the Americans because our nationality was re- 
garded as politically harmless; but this also proved 
disastrous to the Chinese. The American capitalists 
were not, in fact, investors; their object was promoter's 
profit. The Chinese government bonds received by the 
concessionaires were sold in Europe; enough shares of 
the company to give control were sold to the Belgians, 
notwithstanding an agreement not to sell the property. 
The Chinese government was alarmed at this and 
escaped from its adventure in trustfulness by buying 

i This incident serves to exhibit the method by which the commercial desires of 
European states are attained in China British Blue Book, 1899 (cd 9131, CIX), quot- 
ing the Norddeutsche Zeitung. Wei Hai Wei " has no hinterland, and it may be said 
that the value of its acquisition is purely a moral one. The principal value of the posi- 
tion is, as the Times rightly points out, the facilities which it affords for exercising an 
influence on China." 

2 Laboulaye, p. 34. 
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out the American company. 1 These men had built 
32 miles of railway through level country, besides about 
50 miles of earthwork and surveys of uncertain value. 
They were paid $6,750,000 gold, of which less than one 
half was compensation for actual expenditure, the larger 
part being profits never earned but merely hoped for. 

There is evidence that the restraint upon competition 
" beneficial only to the Chinese " 2 has in general pro- 
duced the effect of adding to the burden of the Chinese 
nation more than the amount of any saving through 
control by more experienced and, as alleged, more 
honest foreigners. 

(1) Railway construction by the Chinese central 
government 3 seems on a comparison of costs to have 
been more economical than construction by the foreign 
syndicates. 4 Such a comparison cannot be made with 

* Kent, chap. 12. American interests acting through Morgan and Company had 
regained control, apparently because of the Chinese complaints. For. Rel. U. S., 1905, 
p. 128. 

' London Times, September 26, 1913, referring to an agreement in 1895 with 
German bankers. 

* Provincial railroad building has been in general very bad, at great expense with 
scant results. 

* The following table gives costs per mile in American gold dollars: 

A. Foreigners in complete control: 

Hankow-Canton (American) $ 83,336 

Peking Syndicate line (British) less than 35,000 

Canton-Kowloon (British) construction difficult and ex- 
pensive 250,000 

Shanghai-Nanking (British) 76,880 

B. Foreign chief engineers under authority of Chinese director general: 

Peking-Hankow (French-Belgian-Russian) 41,380 

Peking-Mukden (British) 41,800 

Shansi (French-Belgian-Russian) 105,000 

Kaifeng-Honan (French-Belgian-Russian) 51,000 

C. Chinese in complete control: 

Peking-Kalgan 41,000 

Sunning (by provincial government) 22,800 

Ping-Hsiang 32,000 

Nanking City (by provincial government) 24,187 

Chekiang 26,000 

Kiangsi 34,000 

Fukien (by provincial government) 24,000 

These figures are taken in part from the China Yearbook, 1913, in part from the Far 
Eastern Review, April, 1909. They have thus been gathered by competent persons, 
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precision. The foreigners claim that their construction 
has been better. The native built roads, however, seem 
to serve the purpose fairly well. The most conspicuous 
example of success by Chinese railway builders is the 
Kalgan Railway, completed in the face of great engi- 
neering difficulties at moderate expense. This and the 
Sunning line probably represent what may reasonably 
be expected of native railway construction, if allowed to 
develop for a time unhampered. 

(2) In particular instances, Chinese officials have 
found it possible to purchase railway supplies at lower 
prices as an evident result of evading foreign control. 
Thus, the Chinese director-general on the British sec- 
tion of the Tientsin-Pukow road refused to be guided by 
the British chief engineers, and so obtained cars at one- 
half the prices paid for similar cars on the Shanghai 
line. 1 

(3) Other capitalists and railway builders equal in 
reputation to those favored by the government of Great 
Britain were for years willing to undertake contracts on 
terms more favorable to the Chinese, but were excluded 
for want of government support. 

Loans to China were not economically advantageous 
to most of the lending nations. It is true that Great 
Britain and probably France could spare capital for 
industrial use in China. But it has been admitted many 
times by spokesmen for German interests that German 
capital could not be spared in large amounts for that 
use. 2 Mr. Brice's American syndicate had procured the 

but it is hardly to be expected that the accounts of Chinese railway building on which 
the compilers have had partly to rely have been in all cases carefully or even honestly 
kept and made public. The costs of the Kiangsi and Sunning lines are said to be 
" estimated " 

1 " Never before have bridges and rolling stock been delivered so cheaply." Far 
Eastern Review, January, 1913. 

1 Dr Dernburg in a letter to the Berliner Tageblatt; the Ostasiatischer Lloyd, 
October 3, 1913; debates in the Reichstag (Far Eastern Review, August, 1914); the 
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franchise only to sell it. Mr. Conger took pains to claim 
for American capitalists a privilege which they did not 
ask for and which was accepted after five years only 
because Mr. Taft urged this dubious blessing upon 
them. They abandoned the consortium in 1913 with 
no great show of regret. Even the British made no use 
for seven years of the Canton-Kowloon concession 
which the British minister had exacted " after consulta- 
tion with the admiral." x It need hardly be said that 
Japan and Russia could not, on economic grounds, spare 
capital for investment abroad. 

The official groups, national and international, have 
been forced by competition within their own ranks and 
from without to give up the greater part of the field they 
claimed for their own, and in those loans which they 
have succeeded in placing to grant terms strongly in- 
fluenced by competition. 2 Of the three chief attempts, 
one, the British claim in the Yangtse basin, was fatally 
impaired. A second, the alliance between English, 
American, French and German syndicates for financing 
industrial enterprises, was so unsatisfactory that it was 
abandoned outright. The monopoly of loans for the 
support of government was maintained only by con- 
tinuous struggle and met with frequent defeat. 

Frankfurter Zeitung, quoted by the London Times, October 6, 1913 The German 
government had in fact given back in 1909 the concession for the Kiaochan-Ichonfu 
railway, granted under compulsion in 189S, because " German financial circles did not 
show great interest " (Ostasiatischer Lloyd, October 3, 1913) 

i Kent, pp 173-74. 

a Since the year 1907, the prices of railway bonds to the Chinese government have 
been pretty regularly 93 or more, against 90 before that year In the various loans of the 
British and Chinese corporation the differences between the prices to the public and to 
the Chinese government had been, respectively, 7 and 7 before 1907, and 5}, 7, 6, 5, and 
4 since that year. (Prices in China Yearbook, 1913, p 334 ) By the contracts for rail- 
way loans growing out of the German competition about 1907, the Chinese government 
retained control over the chief engineers and the purchase of supplies. The independ- 
ence of China m this matter has since been maintained. 
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The British government has admitted that it has no 
" special title " in the Yangtse basin. 1 Even the other 
nationalities which formally recognized the British claim 
found ways to evade it. Germany encroached upon 
the British sphere in the Hankow-Canton system men- 
tioned above. But it was an alliance nominally Belgian, 
including also French (perhaps also Russian) capital 
and diplomatic power, that contributed most to the 
defeat of the British as railway builders in the Yangtse. 
A syndicate known as the Compagnie G£nerale de 
Chemins de Fer et de Tramways en Chine, secured 
contracts for two railways having a total length of 
about 2,000 miles — not far from one-third of the 
railway mileage of China. Both of these lines were to 
lie partly in Shansi, which Great Britain had also 
marked for her own. One, known from the territory 
traversed as the Lung-Tsing-u-Hai Railway, was to 
extend from the northwest to the middle east of China. 2 
The second was to reach from Tung Kwan, a point on 
the Lung-Tsing-u-Hai route in southwestern Shansi, 
northeastwardly, with an option on an extension south- 
ward to Chengtu, the capital of the upper Yangtse 
province of Szechuen. The alleged participation of 
Russians in these transactions would be a violation of 
the Russo-British agreement of 1899, while French 
houses appeared in the syndicate in defiance of the 
assumption that France would be represented only 
through the official group. 3 

1 Sir Edward Grey in Parliament: " We have not got any special title to the 
Yangtse except that we have already got vested British railway interests in that region 
and we hold that we have the right to direct railways in such districts and that new rail- 
way concessions ought to be British concessions." London Times, July 11, 1914. 

2 Far Eastern Review, January and April, 1913. According to the contract, signed 
in October, 1912, this line was to extend to Haichow, about 150 miles north of the 
Yangtse, including certain stretches of railway already built. The eastern terminus 
was later quietly changed to Tungchow, at the mouth of the river. On a protest from 
the British government the syndicate was directed by the Chinese government to make 
use of the terminus at first designated. The loan was £10,000,000. 

3 This syndicate had included the Russo-Chinese (now the Russo-Asiatic) bank, 
and La Societe Russo-Francaise de Chemins de Fer et de Tramways, but it was 
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From the very beginning of the Chinese Republic, in 

1912, the effort to monopolize administrative loans was 
a struggle of uncertain outcome. President Yuan never 
recognized the official groups as having any exclusive 
claim. He borrowed, or attempted to borrow, from 
a Belgian-English-French-Russian syndicate (appar- 
ently affiliated with the Belgian Railway Syndicate), 
from the Banque Industrielle de Chine, of singularly 
mixed nationality, from the British independent syndi- 
cate represented by Mr. Crisp, and from Arnhold Kar- 
berg & Co., representing Austrians and Germans. 

The Anglo-Belgian syndicate appeared early in 1912 
as a bold and hopeful rival of the official syndicate. 
From the official consortium President Yuan made 
emergency loans, and to them, March 9, 1912, he 
promised a firm option on the comprehensive loan for a 
general reorganization of the government, " providing 
the terms were equally advantageous with those other- 
wise obtainable." But six days later he negotiated with 
the Belgian or Anglo-Belgian syndicate 1 a loan of 
£1,000,000, promising them also a preference for further 
loans up to a total of £10,000,000 " provided the 
terms offered are equally advantageous to those offered 
by other parties." The activity of the Belgians calls 
attention to a grave defect in the planning of a monop- 
oly which failed to include such powerful competitors. 
Lending by the French and British houses was, of 
course, a defiance offered to the official groups of those 
two countries. Repeated protests by the ministers of 
the four nations induced the Chinese government to 
cancel the Belgian loan, except as to the advances al- 

alleged that the Russian elements had withdrawn. Far Eastern Review, August, 

1913, p. 93. 

1 This syndicate included the Russo-Asiatic Bank, Messrs. Spitzer and Company 
of Paris and other French banks, and three Belgian companies (La Societe generate de 
Belgique, La Banque Sino-Belge and La Society Beige de Chemins de Fer en Chine). 
China Yearbook, 1913, p. 350. 
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ready made, amounting to £1,250,000.* This imperfect 
victory of the international group appears to have been 
secured through their diplomatic rather than their 
economic power. 

In January and April, 1912, a group represented by 
Arnhold Karberg & Co., including not only Austrians, 
who were outside the official groups, but Germans, 
whose nationality was supposed already to be repre- 
sented exclusively by the Deutsch-Asiatische Bank, 
negotiated two loans on terms burdensome to China. 
The amounts were respectively £2,000,000 and £1,200,- 
000, but it was stipulated that the Chinese navy should 
purchase 12 torpedo boats at £66,150 each from the 
Stabilimento Tecnico of Triest and six destroyers at 
£145,057 from the Vulcan Shipbuilding Works of 
Stettin. After these purchases the remaining sum, less 
a discount of 8 per cent, was to be paid to the Chinese 
treasury. It is difficult to determine how far the real 
serviceability of these vessels may have been a motive 
in these transactions. 2 This was one of a series of pur- 
chases of war material by the central or provincial gov- 
ernments, in which the essential but disguised purpose 
appears to have been to get money for use at discretion. 
The sum of 6,000,000 marks, for example, was borrowed 
of Krupp's agent at 7 per cent by the Chekiang pro- 
vincial officials, who received one-third of this in guns, 
two-thirds in cash. 3 

The Banque Industrielle loan of 150,000,000 francs at 
5 per cent interest, price to China 94.25, was ostensibly 
an industrial loan, the proceeds being formally assigned 
to the construction of harbor works at Pukow on the 

' China Yearbook, 1913, p 354. 

• The rate of interest was 6 per cent and the commission 8 per oent, both compara- 
tively high. The debt was £3,200,000, to be repaid in instalments ending with 1917; 
the cash realized was £1,413,000. North China Herald, May 24, 1913. 

s China Yearbook, 1913, pp 337 and 356 
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Yangtse and waterworks and electric lights at Peking. 1 
It was, however, improbable that the money would ever 
be applied to these uses. Such franchises at Peking 
were already held by other persons. The money was 
apparently to be available for use by the Chinese gov- 
ernment, at its own discretion, with the connivance of 
the bank. The security assigned to the loan (wharfage 
dues and other receipts at Pukow, certain revenues at 
Peking, and the alcohol taxes of certain provinces) had 
no appreciable value as security. Wharfage dues at 
Pukow could be imposed only with the consent of more 
than a dozen governments. The other revenues pledged 
appear to be very scant. 2 The loan was thus in effect 
an unsecured loan for purposes not in a real sense speci- 
fied. In its form at least it was an encroachment, like 
the Belgian railway loans, on the British Yangtse 
sphere; in its more probable purpose an encroachment, 
like the Austrian loan, on the quintuple consortium's 
claim to monopoly of government loans. The Banque 
Industrielle was a French corporation, but back of it 
stood the Peking Syndicate, a British incorporation. 
The promoters of the Banque Industrielle were two 
directors of the Peking Syndicate, and shareholders of 
the Peking Syndicate held 40,000 of the Banque In- 
dustrielle's 87,000 shares, 29,000 shares being allotted 
to the Chinese government. The Peking Syndicate, 
however, tho registered in England, was in large part 
owned in France. Thus the British Yangtse claim was 
assailed by a rivalry ostensibly French but in fact 
partly British, while the consortium's claim as to gov- 
ernmental loans here faced competition from French, 
British and Chinese. 

1 London Times, March 26, 1914. Ostasiatiseher Lloyd, October 2, 1914. 

• Letters in London Times, April 7, May 26, et seq 1914 One of these letters, from 
the Banque Industrielle, answers these criticisms as to the purposes and seourity of the 
loans so feebly as to concede them 
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A few weeks earlier, a group including several of the 
great London banks 1 tested to the utmost the British 
government's power to control the employment of 
British capital abroad. On August 30, a contract was 
signed by the Chinese minister at London and C. Burch 
Crisp & Co., representing this group, for a loan of 
£10,000,000 in gold at 5 per cent, with no provision for 
foreign control over Chinese financial administration, 
so long as all obligations were met. The salt revenue 
was pledged; in case of default the salt administration, 
or enough of it to meet the defaulted obligation, was 
to be placed under foreign supervision by being trans- 
ferred to the Maritime Customs. The Chinese gov- 
ernment alleged that the salt revenue was 47,510,000 
Kuping taels (about two-thirds as many gold dol- 
lars); of this 24,000,000 was already hypothecated. 
The price to the Chinese government was 89. The pro- 
ceeds were to be employed " to provide capital for the 
repayment of existing loans, and for the reorganization 
of the government and for productive works." 

A loan like this, which the British government dis- 
approved, and which the chief continental bourses, 
acting under government influence or control, would not 
recognize, was doomed to failure, even tho substantial 
British banking houses regarded it as otherwise safe. 
The public subscribed for about 40 per cent of £5,000,- 
000 offered in London, September 27-30, at 95; the 
underwriters took the rest at a discount, it was rumored, 
of one-half per cent. 2 It is to be noted that the con- 
sortium was able to defeat the Anglo-Belgian and Crisp 
loans offered on favorable terms by lenders in good 

1 The Chartered Bank of India, Australia and China, the Capital and Counties 
Bank, the London and Southwestern Bank, Lloyd's Bank. A preliminary agreement 
with the Jackson International Syndicate, July 12, 1912, had been transferred to this 
group See text of the contract, Far Eastern Review, October, 1912; China Yearbook, 
1913, p. 360; North China Herald, November 2, 1912. 

s Far Eastern Review, October, 1912, p. 201. 
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standing; but the burdensome Arnhold-Karberg loan 
and the surreptitious Banque Industrielle loan it did 
not prevent. Other loans at high rates of interest were 
carried through, especially with agents of gun makers. 
BUt still other desirable loans were abandoned at the 
demand of the British government. 

After the withdrawal of the American group in 
March, 1913, since our government refused to request 
their continuing to represent this nation, the remaining 
five national syndicates, on April 26, 1913, concluded a 
loan contract 1 for £25,000,000 at 5 per cent. This con- 
tract gave to the lenders a share in the salt administra- 
tion, decidedly less than that formerly demanded. 2 The 
chief inspectorate, subject to the Chinese Minister of 
Finance, was to include a foreign associate, as well as a 
Chinese inspector-general, and likewise in each salt 
district a Chinese and a foreign district inspector. 

The national and international organizations for 
effecting monopoly had thus been by no means uni- 
formly successful in either class of loans. Even some of 
the chief agents in maintaining this policy did not con- 
ceal their repugnance to it. 8 It was reduced to absurdity 
when Belgian capitalists, very active and successful in 
securing railway loans, were not included, and when 
further there had been a general failure of the European 
powers to restrain their subjects from competing. 
Great Britain's adherence was evidently a sacrifice of 

1 Far Eastern Review, February, March and May, 1913 

2 In 1912, according to the Far Eastern Review, the bankers had asked that the salt 
taxes to be hypothecated for the service of this loan should be administered either by the 
existing Maritime Customs organization, or by a separate service, similar to the Cus- 
toms, under foreign direction 

8 Sir Edward Grey, in Parliament: " I would much rather that railway concessions 
were given with the good will of the countries from which they are obtained " (London 
Times, July 11, 1914 ) The German Secretary for Foreign Affairs told Ambassador 
Hill in 1909 that the German government had not used its influence to obtain loans for 
German bankers (guns were not " influence ") and Mr Hill answered that this would 
be a good plan if .all did likewise. (For. Rel. U. S , 1909 ) 
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British economic interests; even a successful monopoly 
would have constituted, for the chief capitalist nation, 
that sacrifice of the strong competitor which is a general 
incident to monopoly, whether pool, trust, or trade 
union. In this case the strong competitor was re- 
strained; citizens of the states relatively weak as 
lenders, especially Russia and Japan, and states outside 
of the monopolist circle, not only profited by the self 
restraint of their chief rival but used that rival's very 
strength, her capital, for her defeat, both political and 
commercial. 1 

British interests, therefore, experienced a sense of 
relief in September, 1913, when the agreements as to 
industrial loans were annulled. 2 Soon thereafter the 
British government announced a willingness to support 
any responsible British citizens in obtaining contracts 
for industrial enterprises in China. As a result of these 
two changes, the capital of the chief lending nation of 
the world was now available to the Chinese for indus- 
trial enterprise on competitive terms. These changes 
affected only industrial loans. The five power con- 
sortium for administrative loans continued, but here 
also the complaint of monopoly in England had com- 
pelled the British government to include in addition to 

i In the case of the five power loan of April, 1913, it was understood that each 
nationality would take £5,000,000, but Japan had nothing to lend, so the division was as 
follows: England, £7,416,680; France, £7,416,680, Germany, £6,000,000; Russia, 
£2,777,773, Belgians, £1,388,887 Ostasiatischer Lloyd, October 3, 1913. 

2 The futility of the official system as to industrial loans was summarized thus by the 
London Times (September 26, 1913): " The whole theory of a ringed fence in China's 
finance has of late broken down . . . These things [the Austrian, and Belgian loans, 
etc ] show that the five power group has been working upon assumptions which do not 
take sufficiently into account the inner methods of metropolitan finance ... It has 
not prevented borrowing outside the imaginary nng fence, while on the other hand it has 
sometimes proved inimical to enterprises which were both honest and sound The half 
monopoly has chiefly facilitated the success of external schemes which have sometimes 
been of very dubious character . . . There is no reason why the five power group 
should not continue to exist for the purpose of supplying, under due safeguards, the 
larger financial needs of China," but it " cannot continue to claim an impossible monop- 
oly of Chinese industrial and railway loans British firms are warned off, while syndi- 
cates from other countries are free to grant what terms they like." 
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the Hong Kong and Shanghai Bank for the reorganiza- 
tion loan of 1913, four other banks — Barings, London 
County and Westminster Bank, Paris Bank, and J. 
Henry Schroeder & Co. 1 

Since the international agreement as to railway loans 
was abandoned, and with it the British government's 
exclusive support of one group, China has again prof- 
ited by her growing freedom as a borrower. The 
British and Chinese Corporation negotiated a loan of 
£8,000,000 at 5 per cent for a line from Nanking south- 
west by Nanchang to Ping Hsiang (600 miles). The 
price to the Chinese government was fixed at 4 per cent 
less than the price to the public. Construction and 
control are vested entirely in the Chinese government. 2 
Even more significant is a contract by which Pauling & 
Company of London undertook the financing and con- 
struction of a line from a point on the middle Yangtse 
opposite Shasi, southwest through Changsha to Hsing-yi 
in Kweichow province. This firm, said to be " the most 
experienced and capable railway builders in the world," 
had been ready in the days of the monopoly to build 
railways more cheaply by one-fourth to one-third than 
the British and Chinese corporation. They now agreed 
to provide £10,000,000 at 5 per cent; to submit for 
approval by the Chinese officials specifications and costs 
of each section, and to accept, for their services as 
builders, a commission amounting to less than 8 per 
cent. 3 This plan is doubly advantageous. It is cheap, 
for in the construction of the Philippine railways our 
government allowed the contractors a commission of 15 

i China Yearbook, 1913, p 365 

2 By this contract the British chief engineer was to be appointed by the Chinese 
authorities and subject to their orders British goods were to have a preference, unless 
the Chinese officials, on calling for tenders abroad, should find it more economical to 
purchase elsewhere Far Eastern Review, July, 1914, p. 49. Ostasiatischer Lloyd, 
April 3, 1914; January 8, 1915 

• Ibid., January 8, 1915 Far Eastern Review, July, 1914. 
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per cent, and 10 per cent has been granted by the 
British government for similar work in India. 1 In 
addition, it avoids impugning the honesty or capacity 
of Chinese officials, since the persons who furnish the 
capital themselves employ it. 

The policy of exclusive preference to certain financial 
groups and participation in this policy by the United 
States, has been defended for the following reasons: 2 

1. The official banks were houses of high character, 
great prestige, and established business connection, able 
to place the bonds to advantage, and sure to treat the 
Chinese with an enlightened liberality and moderation 
not to be expected of the " adventurous and sometimes 
extortionate free lances of high finance " whom the 
several governments excluded. 

2. Foreign control of Chinese financial administra- 
tion was necessary in order to safeguard the interest of 
investors or even to induce capitalists to buy the 
Chinese bonds. 

3. Promiscuous borrowing and use of funds borrowed 
by the Chinese might result in default, perhaps seizure 
of Chinese territory by foreign lenders. 

4. Mr. Taft and Secretary Knox desired participation 
by American bankers and the American government in 
order that our economic interest might give this nation 
a voice in international councils as to Chinese fortunes, 
so that we could restrain other powers less well disposed 
toward China — thus sparing the hare by hunting with 
the hounds. 

If these were the purposes of the international con- 
sortium it has lamentably failed of its object. 

1 Far Eastern Review, loc. cit 

2 Mr Taft's message of December 7, 1909, Mr Huntington Wilson's letter of resig- 
nation as Assistant Secretary of State, March 19, 1913, the statement of the American 
Banking group on withdrawing from the international consortium All but the first of 
these are in the Journal of the American Asiatic Association, April, 1913, with comments 
and other quotations. 
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The attempt at monopoly was never thoroughly 
effective; indeed, the official groups so conducted their 
deliberations that Chinese officials were almost com- 
pelled to look elsewhere for money. When China's very 
life as a nation was imperiled by the need of financial 
relief, the international syndicate added to the peril by 
repeated delays and by demands repugnant to China's 
national pride, which Chinese officials obedient to pub- 
lic sentiment would make great sacrifices to avoid. We 
find the syndicate wrangling over the distribution of 
jobs in the supervisory system, 1 and urging claims 
clearly extortionate, or evidently hostile to China. 2 

The rival lenders whom the official groups wished to 
exclude were of two classes — not only " the adven- 
turous and extortionate free lances of high finance," but 
also banking houses not inferior to the official banks 
in character and repute. Reputable underwriters and 
careful investors were precisely those most likely to be 
restrained by the evil advertisement of government 
condemnation. Opportunities for borrowing on reason- 
able terms from reputable outside groups were thus shut 
off in the interest of the official groups who themselves 
for months failed to give relief . 

If the monopoly system is to be justified, it must be 
as a necessary agency for supervising and controlling 

1 The Chinese finance minister complained that " when the loan agreement had 
practically been concluded, the six governments unexpectedly (so far as China was con- 
cerned) raised the question of the advisers " At this time China was unable to meet the 
bills for advances by the consortium London Times, February 28, 1913 Germany 
objected to a " slate " which assigned a British adviser to the salt administration, a 
German to the loan department (London Times, February 15, 1913) France objected 
at one time to the appointment of a Dane, because no Danish money was involved, she 
objected to a German for the opposite reason, because German capital was invested 
Far Eastern Review, May, 1913, p 528 

* It was proposed that China pledge herself to pay for damages incurred by foreign 
business men during the revolution, this claim apparently included losses of profit 
which might have accrued but for the civil war Russia made her excessive Boxer 
indemnities a claim to special consideration in the appointment of advisers under the 
loan contract Russia and Japan objected to loans for the industrial development of 
Manchuria. Ibid , China Yearbook, 1913. 
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Chinese finance. The whole question hinges on the need 
of this supervision as a means of maintaining China's 
solvency. That is a question of opinion, and the pre- 
ponderance of competent opinion, Chinese and foreign, 
condemns the restrictive system. China does not be- 
long to the child races; no foreigner who knows the 
Chinese pretends that we are their superiors in intellect. 
In this matter the Chinese officials had every advantage 
in knowledge of the facts which vitally affected their 
nation, and were under no suspicion of defect, either in 
inclination or ability, to reach a wise conclusion. They 
took just account of popular feeling; the foreigners 
proceeded as if China was devoid of national pride. 
National sentiment, even in China, is no less substantial 
a fact of public finance than national revenue. 

Even the foreign official opinion which maintained 
the system of supervision, is clearly open to suspicion. 
It must be understood that the restraints upon China's 
fiscal system extend far beyond the salt revenue. With 
an eye to his own advantage, the foreigner has denied 
her, under old treaties, the right to increase duties in 
foreign trade. If import duties were increased only so 
much that they would yield 5 per cent on the value of 
goods imported, this would give (according to Sir Robert 
Bredon's estimate) an added revenue of 7,000,000 taels 
— nearly half enough to meet all claims against the salt 
revenue on account of foreign loans. 1 The foreigner, in 
order to make sure that China's revenue is sufficient to 
pay her debts, is willing to sacrifice her independence, 
to embarrass her rulers and risk civil war; but he will 
not sacrifice for this purpose an advantage to his own 
traders. An increase of duties to a level much below 
that common in European countries might possibly free 

1 The loan service secured by the salt revenue was 16,250,000 taels Far Eastern 
Review, May, 1914. 
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the Chinese government permanently from the poverty 
which is its chief embarrassment. This restraint on 
China's import taxation is alone enough to demonstrate 
the moral incompetence of the powers to act as China's 
guardians and the small value of their opinion as to 
China's need of that guardianship. 

The restrictive system as a means of maintaining 
China's solvency and territorial integrity is not only 
condemned by the preponderance of competent opinion, 
Chinese and foreign, but the understanding between 
syndicates and bankers was of such a character that it 
might almost have seemed calculated to bring about 
the subjection of China to foreigners by force of arms. 
For the collection of the debt the creditors relied upon 
an ultimate resort to armed force. An armed move- 
ment against China might have followed even a tem- 
porary default, whenever such a movement seemed 
proper to Russia, Japan and the rest, under the con- 
ceptions of international ethics, now prevailing in the 
world. By withdrawing from the financial concert of 
nations, our government reserves a right of protest, 
which, by continuing in that concert, we should cer- 
tainly have surrendered. 

Nor can the policy which President Wilson abandoned 
find any better justification as a device for securing 
commercial opportunities for Americans. There is at 
least as much reason for anticipating precisely the 
opposite effect. Great Britain, as we have noticed, 
ultimately abandoned the international monopoly as 
fatal to her commercial interests. Belgian capitalists 
had already been highly successful in receiving Chinese 
loan contracts precisely because they were not members 
of the official alliance. Coercion through international 
monopoly had proven less serviceable than reliance upon 
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the customer's free will. Our course in seeking to aid 
American investors in China was therefore plain. 

In conclusion, the national and international complex 
of monopoly in loans to China has, to the degree of its 
power, added to the costliness of railway construction 
and added to the expensiveness of loans for adminis- 
trative use; it has driven from the market lenders in 
good standing and brought about borrowing from other 
lenders on usurious terms. It has created conditions 
dangerous to China's political integrity. It has, how- 
ever, been checked and almost destroyed by the play 
of economic self-interest manifested in normal fashion 
through competition, which the power of governments 
and agreements between bankers have not been able to 
restrain. 

II 

Financial Progress of China under the 
New Regime 

The immemorial uncertainty and confusion of Chinese 
finance were further confounded by the revolution, 
which caused an extreme decrease in revenue and a 
considerable increase in demands upon the public 
treasury. The land tax was formally remitted by Presi- 
dent Yuan at his accession in January, 1912, 1 probably 
in deference to an ancient custom which suspended pay- 
ment on this account for a year at a change of dynasty. 
Until the close of 1912 there was no effort at systematic 
collection of taxes. 2 The provinces generally remitted 
nothing, total receipts at Peking from collections by the 
provincial governments falling to less than 40 per cent 
of the 50,000,000 taels which they ordinarily sent to 
Peking before the revolution. 

1 Peking despatch to Ostasiatiseher Lloyd, March 13, 1913. 
1 London Times, January 17, 1913 
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The national assembly (Tsu Cheng Yuan) adopted 
for 1911 a budget of 301,910,296 Kuping taels income, 
and expenditure 298,448,365 taels. 1 But Prime Minis- 
ter Tang's budget in March, 1912, calculated a deficit 
of 200,000,000 taels and this was only half the shortage 
estimated by the Finance Minister in October. 2 Yet 
the national assembly was able to persuade itself in 
preparing a budget for 1912 that there would be only a 
trivial deficit. There was in fact no sure basis for budget 
making, no precise knowledge of actual revenue in 
previous years, 8 and no means of anticipating the effect 
of new conditions upon the fiscal balance. The budget 
for 1913, the second year of the republic, showed an 
increasing deficit — about $300,000,000 Chinese silver 4 
(roughly about $130,000,000 U. S. gold), considerably 
more than the great loan then contemplated. When 
the first half of the year had passed, an official estimate 
put the expenditure for that half-year at $168,823,452 
and receipts at less than one-third as much, $51,336,880. 5 
It was this desperate situation which the government 
sought to remedy by loans, and even the five-power 
loan of May, 1913, resulting in a debt of £25,000,000 
and yielding £21,000,000, was half absorbed by debts 
already urgent. It was typical of the prevailing confu- 
sion that in the last-mentioned estimate certain items 
of revenue like railway receipts were omitted, and 
charges against the provinces not proper to a national 
budget were included; also the statement of expendi- 
tures included sums which were known not to have been 
spent at all. 6 In September, 1913, a representative of 

» China Yearbook, 1913, pp 307-08. * North China Herald, July 5, 1913. 

8 After the first budget was adopted by the first national assembly, a committee 
accidentally stumbled upon 50,000,000 taels which had been overlooked North 
China Herald 

• Ibid , January 11, 1913. Dollars are Chinese silver Gold is specified 

• Peking Daily News, quoted by the Far Eastern Review, July, 1913. 

• North China Herald, July 5, 1913 
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the government reported to a conference at Peking, 1 
representing the provinces, that the salt revenue might 
be about $15,000,000, instead of a normal $70,000,000, 
stamp taxes $980,000, miscellaneous taxes, $4,350,000, 
fees for general registration of land-titles 2 $3,630,000; 
but none of these could be counted on with confidence. 
Nearly 51 per cent of total receipts was procured by 
borrowing or deferring payment ; debt payment likewise 
constituted the largest single share of expenditure on 
foreign loans currently $157,000,000; foreign debt 
overdue more than $103,000,000; besides more than 
$38,550,000 on which payment was defaulted. The 
provinces, sending little, were generally asking for help 
from Peking. As to domestic loans the government 
spokesman at the Peking conference mentioned above 
confessed that " in our country the government has 
never enjoyed great confidence in the business com- 
munity, and further, in the last few years, as also under 
the Manchu dynasty, there have been mistakes which 
may well prove fatal to confidence." The situation was 
aggravated by a great quantity of depreciated provincial 
paper money. In this base medium the provincial 
governments remitted their scant contribution. 3 As 
guardian of the nation's welfare the Peking govern- 
ment could not avoid a general responsibility for 
redeeming this paper. A formidable rebellion in 1913 
and warfare with robbers caused heavy expense. At 
the beginning of 1914, it was impossible, for want of 
funds, to pay official salaries; and somewhat later Sir 
Richard Dane, of the salt administration, estimated 
that the revenue from that source would not be suffi- 
cient for any additional loans. 

1 Ostasiatischer Lloyd, September 26, 1913. 

2 This could be realized only once. 

8 In Kwangtung these notes depreciated 30 per cent or 40 per cent and were main- 
tained at that only by tyrannical proclamations on the part of the authorities. London 
Times, January 1, 1914. 
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By the end of May, 1914, it was recognized that the 
whole aspect of things had begun to change. Tho the 
customs revenue had fallen off, the government an- 
nounced considerable remittances from the provinces. 1 
The revolutionists were less active. " White Wolf," 
most formidable of the bandits, had been checked in his 
advance to Szechuan. 2 The salt revenue exceeded the 
claims against it for debt payment. On May 22, the 
Times Peking correspondent reported that the Chinese 
were so far encouraged that they hoped that only a 
relatively small additional loan of $7,500,000 would be 
needed. These were, however, merely foreshadowings. 
The European war reduced railway receipts for the 
second half of 1914 by 20 per cent 3 (about $4,500,000) 
as compared with 1913, and maritime customs by 5,000,- 
000 taels. Further expenditure necessary to maintain 
China's neutrality amounted in less than two months 
to more than $500,000. 4 The unfavorable rate of ex- 
change for silver in comparison with gold added to the 
burden of foreign debt payable in gold with revenue 
accruing in silver. 6 Yet, in contrast with the recent 
frightful deficits, receipts at the close of 1914 were 
reported at $170,000,000 and expenditures at $168,- 
880,000 — leaving a slight surplus on deposit in the 
national bank. 6 This calculation, it will be seen, was 
not fully justified, tho it is not an unfair reflection of the 
course of events. 

It must be remembered that the political entity on 
which China had been forced to rely in dealing with 

1 The treasury announced receipts for July amounting to $13,989,583, 874,242 
taels, and 696 strings of cash. The medley of monetary units is significant. 
! London Times, June 27, 1914. 
8 Far Eastern Review, February, 1915. 

• Ostasiatischer Lloyd, October 2, 1914. 

« The exchange value of the tael averaged 12} per cent less in 1914 than in 1913. 
Journal of the American Asiatic Association, March, 1915. 

• Peking Jih-Pao, quoted by Ostasiatischer Lloyd, January 8, 1915. 
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financial difficulties could hardly be called a state. 
China had been through indefinite ages an amorphous 
aggregate of a million clans, lacking cohesion, lacking 
clear-cut definition of organic parts and functions, lack- 
ing any vigorous common control. The imperial 
authority was never sure of obedience. An edict was 
hardly more than a challenge which might be ignored 
by a strong viceroy or defied by a village mob. The 
delimitation was quite uncertain between the revenue 
due to Peking and to the provincial governments, 
between the public revenue and official perquisites. 

The difficulty of restoring a favorable balance between 
income and expenditures was vastly augmented by the 
need of swiftly reshaping and strengthening the ancient 
system, making of this political raw material a mechan- 
ism like the fiscal systems of foreign states. Financial 
reform was necessitated by the rapacity of those states, 
through the burden of indemnities and through military 
expenditures for defense against them. Their intruding 
presence, however, also gave to the Chinese government 
the power of imitating their more effective financial 
system, and this in two ways : by the aid of loans which 
consolidated the power of the government at Peking, 
and by the hate and fear which stimulated a rapid 
growth of national feeling. The mere inconvenience of 
dealing with a score of governments had, through the 
half -century since loans to China began, inclined foreign 
capitalists to prefer lending to the central rather than 
the provincial governments. The great loan of May, 
1913, enabled the president to defeat the states-rights 
party which rose in rebellion during that summer. The 
national spirit, long gathering force in resentment at 
foreign outrage and insult, received its last great 
impulse when Japan compelled Yuan's government to 
sign the treaty of April, 1915. A foreign editor at 
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Shanghai overstated what was nevertheless one of the 
chief events in the whole history of China, by declaring 
of this humiliating agreement and its effect on China's 
national spirit that " the barriers between the eighteen 
provinces have at last fallen." It is substantially sig- 
nificant as well as curiously interesting that Dr. Chen 
Chin Tao wrote an article during these recent years of 
reorganization, recalling the history of the United 
States in the similar period and referring with approval 
to the writings and policy of Alexander Hamilton. The 
political reorganization has proceeded somewhat in 
accordance with the Hamilton principles. 

The new government declared its right to control of 
the chief agencies of internal commerce. In May, 1911, 
an imperial edict nationalizing the railways had met 
with a resistance so vigorous as to precipitate the long- 
impending revolution and overthrow of the Manchu 
dynasty. But in 1915 a similar announcement by the 
ministry of communications was little noticed. 1 As to 
finance, the provincial governments have yielded their 
earlier claims against the " salt gabelle " and that 
system is now for the first time managed by officials 
responsible to the ministry of finance, and not to the 
provincial authorities. 2 Another feature of the new 
nationalism is an attempt to bring under systematic 
control the multitude of unregulated and irresponsible 
banks, which have constituted one of the chief obstacles 
to the proper development of business. Early in 1915 
most banks had obeyed an order requiring semi-annual 

1 Ostasiatischer Lloyd, June 4, 1915. The feebleness of the imperial government as 
against the provincial had often been clearly manifested, if less impressively. Thus, in 
the case of the Shanghai Hangchow Ningpo Railway (London Times, March 28, 1910) 
the provincial railway bureau proceeded with the work of construction in defiance of a 
treaty between the British concessionaires and the Peking government, which practically 
admitted its defeat. 

2 Interview with Financial Commissioner Chang. London Times, February 11, 
1913. See also description of the new system below, pp. 771-4. 
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reports to the ministry of finance showing assets and 
results of their operations with a concise balance sheet 
of income and expenditure. 1 Late in 1915, the ministry 
promulgated rules forbidding the unauthorized issuance 
by banks or large mercantile firms of notes bearing no 
date of payment, requiring those who already have 
issued such notes to recall them within three months 
and meanwhile to cover them with 50 per cent of cash 
and 50 per cent the bonds of government or large 
business houses. 2 In order to safeguard the public credit 
the government has assumed a heavy burden in redeem- 
ing large amounts of provincial paper money. 3 At 
Canton the paper dollar was worth only thirty-four 
cents until the government redeemed, at fifty, notes to 
the amount of $31,000,000. In Szechuan the notes were 
accepted in payment of the salt tax and burned in 
amounts so great that the remaining notes advanced to 
par. The revolutionary government at Nanking had 
offered to the public, January 25, 1912, $10,000,000 of 
8 per cent bonds which were taken by various persons, 
in a spirit of patriotism rather than investment, to the 
extent apparently of less than $6,000,000. These bonds 
began at once to depreciate and in August of the same 
year fell to 50 per cent. On February 20, 1915, at a 
public drawing in Peking, one-fifth of these bonds 
($1,153,528) were redeemed. This contrasted strongly 
with the failure of the imperial government to redeem 
a domestic loan. 4 

It has frequently been observed that Chinese depend- 
ence upon foreign capitalists has resulted in large part 

i North China Herald, September 11, 1915. Far Eastern Review, February, 1915. 

2 North China Herald, December 4, 1915. It does not appear that this regulation 
has been thoroughly successful. 

8 " The issue of paper money has now been brought under control." Report on 
Foreign Trade, Maritime Customs, 1914. According to the Times, January 16, 1914, 
the paper money in the provinces exceeded $129,000,000. 

« China Yearbook, 1913, p. 328. Far Eastern Review, February, 1915. 
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from a lack of popular confidence in government, that 
there is perhaps wealth enough in China to supply the 
needs of the state. The Chinese government had more 
than once looked for relief to those rich but unattain- 
able reservoirs. 1 A government which had been able 
to maintain its solvency only by foreign loans was 
suddenly, with the outbreak of war in Europe, deprived 
even of that perilous recourse, and forced to renew the 
appeal to its own citizens just at a moment when the 
growing national spirit was ready to meet such an 
appeal. Two internal loans have been placed success- 
fully. In 1914 subscriptions to the sum of $16,000,000 
were called for. This amount was later increased to 
$24,000,000 and this total was oversubscribed. The 
issue price was 88, interest 6 per cent, redemption to 
continue from the fourth year, part of the annual 
surplus of the Peking Hankow railway being pledged 
for this purpose. The bonds were issued in amounts as 
low as $5.00 and were to be receivable in payment of 
taxes. 2 The administration of the loan was placed in 
the hands of a bureau of fifteen men, representing the 
ministries of finance and communications, the govern- 
ment banks, the Franco-Chinese bank, the maritime 
customs, private banks in good standing and the largest 
subscriber to the loan. Subscriptions for a second 
domestic loan of $24,000,000 at 90, interest 6 per cent, 
payable in six yearly instalments, beginning with the 
third year after issue, were opened April 12, 1915. 3 
The Hong Kong and Shanghai Banking Corporation 
had been asked to assist the Bank of China and the 
Bank of Communications in making the new issue. 

1 In 1896 an offer to the Chinese publio of 100,000,000 taels had realized only 
4,000,000 taela. Ostasiatischer Lloyd, July, 1914. 

J Far Eastern Review, September, 1914. Ostasiatischer Lloyd, August 14, 1914. 

3 Far Eastern Review, April, 1915, gives text of prospectus and regulations. 
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The ministry of finance was to raise the full amount 
of $1,440,000 (one year's interest) and hand it to the 
Inspector General of Customs to be deposited in the 
two state banks as a guarantee for interest. As a 
further security the ministry of finance was to transfer 
every month to the Inspector General of Customs 
$120,000 which the Inspector General would then de- 
posit in those banks for payment of interest as it fell 
due. The participation of the foreign bank and the 
foreign Inspector General and the elaborate provision 
for interest payment showed a consciousness on the 
part of the Chinese government that the public confi- 
dence was still not to be counted on with entire assur- 
ance. Bonds were issued in denominations from $5.00 
to $10,000. The loan was quickly oversubscribed by 
about $1,000,000.! 

These loans appear to have been obtained with some 
degree of official pressure in some places. In Fakumen 
$8,000 had been allotted to the district, tho official 
urging there did not " amount to compulsion." * 
" Most of the subscriptions were made by Chinese 
capitalists, perhaps here and there with a hint from the 
officials, who perhaps were ambitious to make a good 
showing for their districts, and may at times have 
exceeded their duty. ... In eastern Shantung, where 
dwells only a poor population, the securities were forced 
upon the peasants. The local official inquiring through 
the police hunted up the fairly well-to-do and wrote 
them notice of the amounts they must pay. Recalci- 
trants were compelled to pay. The people were afraid 
the loan would not be repaid. Often a certain sum was 
assessed against the community. . . . But in general 
it may be said that the loan was signed willingly." 3 

> Ostasiatischer Lloyd, October 27, 1915. 

2 Correspondence, North China Herald, May 15, 1915. 

» Ostasiatischer Lloyd, January 22 1915. 
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The Chinese of Singapore, tho safe from compulsion, 
offered to contribute. Large sums came from Shanghai. 1 
It is reported, tho without details, that officials who 
exercised pressure to compel subscriptions were called 
to account by the government. 2 Three million dollars 
was subscribed at one meeting of the guild of the 
Hukuang provinces in Peking. 

It must not be overlooked that subscribers to these 
loans accepted a rate of interest much less than what 
they might have received in loans to their neighbors. 
Tho the rate of interest was higher than in the Reor- 
ganization loan from the five powers (6 per cent instead 
of 5 per cent) the price compares very favorably — 88 
and 90 for the Chinese internal loans as against 84 for 
the Reorganization loan. The internal loans were 
however for shorter periods. 

The reform of the salt revenue system has at least 
equaled any reasonable expectation. In the new organi- 
zation a general control by the Chinese ministry of 
finance was combined with foreign expert aid and a 
check by representatives of the lenders upon the dis- 
position of revenue. By regulations promulgated 
February 9 and 20, 1914, the Chinese ministry of finance 
appointed two chief inspectors — one Chinese and one 
foreign (Sir Richard Dane) — in charge of the whole salt 
administration, under supreme control by the ministry. 
The foreign chief inspector was given a right to be con- 
sulted by the Chinese chief inspector as to changes in 
the organization, contracts concluded, and orders issued. 
The participation of provincial officials in this adminis- 
tration was thus at once abolished. 3 All salt revenues 
are deposited in one of the foreign banks, or if there is 
none of these in the province, in a branch of certain 

' Ostasiatischer Lloyd, September 11, 1914. 

' Ibid., October 27, 1915. > Peking Daily News, February 21, 1914. 
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Chinese government banks, or some other bank desig- 
nated by the foreign lending banks. Funds are drawn 
only over joint signature of the chief inspector and 
associate inspector. All orders are issued in the name 
of the minister of finance and are subject to his approval. 
He decides in case of disagreement between the Chinese 
head of the salt administration and his foreign colleague. 
Appointment, dismissal and control of subordinates rest 
with the two chief inspectors, subject to approval by 
the minister of finance. By the regulations of 1913 the 
tax was fixed at $2.50 per picul (about .8 of a cent U. S. 
per pound), and an increase to that rate has been accom- 
plished in a number of provinces. In some provinces 
the existing rate had been, and still is, much more. 1 

The salt administration has been extremely confused, 
consisting in fact of various systems in various districts. 2 
It has been enormously wasteful. The great obstacle 
to reform has consisted in the opposing interest of many 
influential persons. It is said that most officials of 
prominence are or have been interested in the salt trade, 
and a correspondent of so thoroughly reliable a journal 
as the Frankfurter Zeitung declared that change was 
impossible except by armed force. 3 The greatest 
achievement has consisted in a wise choice of reforms 
which were practicable, a wise avoidance and postpone- 
ment of changes not yet attainable. Depreciated paper 
money instead of being refused was taken at par with 
actual advantage, since amounts thus collected would 
serve as precedents in fixing sums which might be 
demanded when payments should be made in good 
money. 4 The full amount fixed by the regulations has 

1 In Szechuan the rate is $1.50 per picul; in Shantung and Manchuria, $2.00; in 
YUnnan and Kweichow, $4.00. 

J See Quarterly Journal of Economics, May, 1912. Far Eastern Review, December, 
1912. Morse, Trade and Industry of China. 

3 Quoted by Ostasiatischer Lloyd, May 8, 1914. 

' North China Herald, February 6, 1915. 



CHINESE FINANCE UNDER THE REPUBLIC 773 

not been insisted upon when difficulties have been too 
great. It is said that the salt inspectorate has never had 
to force any place to pay up. 1 It has been possible in 
this business to realize the modern conception of a 
state as an organism with a central will and motor 
nerves. Regulations even contrary to custom are 
enforced in keeping accounts, and making inconvenient 
reports and remittances. The method of weighing in 
from the source of production was changed ; the accounts 
were systematized; the tax is now collected before the 
salt is removed from the depots, whereas, in the past, 
taxes have been collected after a delay of as much as a 
year, or paid in depreciated native orders or promissory 
notes. The salt is properly stored, where it was formerly 
heaped up in great open yards. 2 

The latest available reports do not show a spectacular 
increase of revenue over what is supposed to have been 
realized in earlier years. An investigation by a Jap- 
anese expert, undertaken at the instance of the Six- 
Nation Banking Syndicate in 1912, showed that the salt 
revenue had been about 47,500,000 taels per year, with 
administrative costs of about 7,500,000 taels. Mr. E. T. 
Williams, in the Quarterly Journal of Economics, May, 
1912, puts the revenue at 57,000,000 taels. The net 
revenue for 1913 had, however, fallen to 12,890,000 
Shanghai taels or $17,670,000. 3 Sir Richard Dane 
early in 1914 ventured only to hope for a recovery to 
$24,000,000 but estimates the later possibilities at 
about $60,000,000. The result for 1914 proved to be 
$58,826,000 or 42,911,000 Shanghai taels. The accept- 
ance of paper money at par resulted in a loss of about 
$7,500,000." In November, 1915, it was expected that 

1 North China Herald, January 9, 1915. * Far Eastern Review, February, 1915. 
8 The Shanghai tael is worth not quite \^ of the Haikwan or customs tael. 
1 Far Eastern Review, February, 1915. 
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the salt revenue for that year would amount to $60,- 
000,000 not including Szechuan, Yunnan and Kweichow, 
the provinces affected by the revolt. 1 The reform in the 
salt revenue service thus gives promise of greatly 
augmented revenue in the future; indeed, the estimate 
of $100,000,000 for the current year seems not immoder- 
ate. But there is a broader significance in the demon- 
stration that obstacles formerly dreaded are not 
insurmountable, that one of the most influential groups 
opposed to a regeneration indispensable to China's very 
life is giving ground. 

To this result the aid of foreigners has probably con- 
tributed much, but it must not be forgotten that 
Chinese officials had earlier accomplished similar sub- 
stantial results. Mr. Chang Hu, the Chinese inspector- 
general, was raised to this position because of his record 
as salt commissioner in several districts. In Manchuria 
he introduced many reforms. " The improvements in 
management which he introduced proved very effica- 
cious and the revenue showed a remarkable increase." 2 

These improvements have not been effected without 
encountering the two traditional and in a real sense 
constitutional checks on the old depotism — riotous 
defiance and obstinate neglect of sovereign commands. 
A law is promulgated and neglected. Another order is 
issued, or a series of orders, requiring obedience. A 
proclamation of March, 1915, requires that stamps be 
affixed to various papers beginning June 10. On 
August 27, a presidential mandate complains that 
provincial authorities had apportioned them to prefects, 
and prefects to towns and villages. This is forbidden 
and use of stamps is commanded. On October 18, 
another mandate repeats the complaint and the com- 

1 Ostasiatischer Lloyd, November 19, 1915, quoting the Peking Gazette. 
i Far Eastern Review, December, 1913. 
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mand. 1 Yet this relatively ineffective device has 
nevertheless been in so considerable degree productive 
that it is mentioned by the finance minister as an im- 
portant contributor toward a favorable balance in the 
fiscal accounts for September. 2 At the beginning of 
1915, the Chinese government was able to show a 
favorable balance between income and expenditure only 
by ignoring certain unpaid debts. By the middle of 
the year every liability had been fully met. 3 Tho cus- 
toms revenue had fallen off, as a result of the war, by 
2,650,000 taels, 4 the year's operations appear from the 
imperfect report now available to have resulted in some 
excess of income over expenditure. 6 This result has 
been attained in part by minute but general economies. 
Superfluous employees have been dismissed. The re- 
ceipts from the land tax have been augmented by requir- 
ing the provincial authorities to defray the expenses of 
collection out of other provincial revenues. Formerly 
the charges had been out of all proportion to the amount 
of the tax. This saving to the national government is 
about $2,000,000. In the past provincial officers were 
required to remit certain amounts of revenue to Peking, 
keeping the remainder. This is now reversed; the 
government has fixed standard amounts for the expen- 
diture of the several provinces, ranging from $2,000,000 
to $4,000,000. 6 

Through the whole range of facts which influence 
state finance there are indications of gradual trans- 

1 North China Herald, September 4 and October 30, 1915. Stamps are required on 
a great variety of objects, even bills of small amounts, pawn tickets for $4.00 and 
upward, and railway tickets. 

2 Ostasiatischer Lloyd, October 15, 1915. 
' National Review, July 17, 1915. 

4 Ostasiatischer Lloyd, January 7, 1916. 

5 The finance minister in October reported that current monthly receipts were 
$8,500,000 and expenses $7,400,000. Ostasiatischer Lloyd, October 15, 1915. 

6 North China Herald, February 27, 1915. 
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formation. It is probable that the new government is 
somewhat more honest than that of the empire, not 
merely in the conduct of chief officials (as shown in the 
redemption of bonds and paper money) but to some 
degree in local business. 1 The more general interest in 
matters of government and the coincident growth of 
newspaper influence are in themselves fair guarantee of 
improvement. The president has announced certain 
changes designed to improve the civil service, such as 
avoiding frequent shifting of officials from one position 
to another. 2 The budget for 1916 3 is probably an ex- 
pression of hopes rather than confident expectations, 
forecasting receipts of $471,946,710 and expenditures 
about $400,000 less. The land tax is put at $95,972,- 
818, customs revenue $71,320,970, salt revenue $84,771,- 
365. On the side of expenditure more than $142,000,000 
is assigned to the ministry of war, and $12,611,583 to 
the ministry of education. The future is still too uncer- 
tain for any trustworthy anticipation of revenue and 
expenditure. Several new taxes have been applied or 
projected. According to reports in the native press, an 
income tax is to be imposed on official salt merchants, 
and firms and companies generally. 4 Chambers of 
Commerce have been asked to aid in this. 5 A license 
tax formerly collected from certain shops is to be 
extended to all the common trades. 6 The perennial 
discussion on an increase of the land tax has been 
revived. 

1 This is disputed, but proof of betterment at certain places in specific transactions 
outweighs complaints not specific that conditions are no better under the new regime. 
A foreign resident of China writing to the North China Herald says that in the collec- 
tion of taxes at his residence there has been a rapidity previously unknown, and an 
entire absence of " squeeze." Another correspondent at another point says that the 
registration of land titles there had shown a similar improvement. 

2 Journal of the American Asiatic Association, November, 1915. 

3 Far Eastern Review, January, 1916. 
North China Herald, August 21, 1915. 

» Ibid., October 23, 1915. • Ibid., November 13, 1915. 
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To sum up: 

I. The system of international finance long prevalent 
in China has been inspired by certain opinions com- 
monly found in association, that economic advantage 
abroad may wisely be secured by the sword, and that a 
nation moreover gains not only material profit but 
peculiar dignity (" a place in the sun ") from foreign 
investments by its citizens, either as a sequence or a 
means to political influence. Concessions and loan 
contracts have therefore been negotiated in typical 
instances not by bankers but by diplomats for the 
ostensible benefit of capitalists not yet designated who 
often showed no interest in responding to their country's 
call. Statesmen have found it necessary to reenforce 
appeals to the lenders' patriotism with hope of gain 
through terms imposed without the borrower's consent 
— even in loans not at all demanded by the borrower. 
In complicity with their governments, capitalists have 
sought to advance their interests as bankers not by 
conserving the interests of their clientele through 
moderation which would permit industry to thrive, but 
by imposing upon their own business, in what might 
under conditions of freedom become the most attractive 
loan market in the world, the crushing restraints of 
monopoly and fear. Mineral deposits scarcely if at all 
surpassed, cargoes awaiting the railways, and travelers 
eager to pay — all this must halt, because that nation 
could accept capital so greatly needed only on the terms 
of monopoly and at the risk of losing its independence 
as a nation. And yet the failure of China to make freer 
use of foreign capital is often attributed to the obstinate 
conservatism of the Oriental mind. 

In the alternative between trying only to limit the 
evil of this system and trying to introduce freedom in 
borrowing, two nations — Great Britain and the 
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United States — have officially cast their influence on 
the side of free contracts. In this, England's promi- 
nence as a capitalist nation was especially important. 
Just before the European cataclysm of 1914 it seemed 
possible that this healthy principle might prevail. China 
had begun to enjoy the advantages of cheaper capital. 
But the future has again grown dark — Japan, taking 
advantage of the European war has threatened to bring 
the whole economic as well as political life of China 
under her very selfish and not very enlightened militar- 
istic domination. So long as this danger continues, a 
spontaneous and healthful development of Chinese 
industry is impossible. 

II. China has during these years shown an unex- 
pected capacity to supply her own financial needs. The 
national distress has had an educational effect, unex- 
ampled in rapidity and compass. To a considerable 
degree, even tho incompletely, the Chinese have seized 
upon certain political conceptions previously foreign 
but now indispensable to their national salvation. In 
varying degree they have realized or begun to realize 
the idea of nationality, the idea of statutes as rules of 
conduct to be understood and obeyed, the idea of taxa- 
tion itself as distinguished from tribute, of taxation as 
distinguished from official perquisites. Through the 
whole fiscal system, as in fact through the whole state, 
there extends gradually a process of embryonic growth, 
scission, unfolding, definition, specialization of parts and 
organs. The government has exceeded its obligations 
in redeeming bonded debt and paper currency, it has 
even acquired financial credit among its own people; it 
is steadily overcoming a powerful vested interest which 
seemed a fatal obstacle to fiscal reform. 

These institutional beginnings and these fiscal results, 
achieved in four years of extreme difficulty, have 
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demonstrated beyond reasonable doubt the political 
capacity, the practical intelligence and moral poise of 
that singularly adaptable race. The material conditions 
for abundant national revenue no one has ever ques- 
tioned. Current budgets would exact from the Chinese 
people, per capita, about one-half dollar (American 
gold). The per capita burden in Japan is about ten 
times as much. This ratio indicates, with some ex- 
aggeration, since Japan is overtaxed, the reasonable 
possibilities of China's financial future. 

A. P. Winston. 



